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A Comparative Examination of the Tax and Insurance Methods
of Financing the Public Pension
Masatoshi YAMADA
All social insurance systems in Japan, including the public pension system, have faced difficulty in
their finances, and the difficulty has naturally led to repeated modifications of these insurance systems,
mainly in their premiums and benefits. However, such revisions have created a serious problem in that
the systems themselves have lost their reliability. As to the public pension system, a most keen issue in
recent years has concerned whether the basic part of the system, called kokumin−kiso−nenkin, should
be financed by tax or should continue to be financed by insurance premiums. The purpose of the
present paper is to make a comparison between the tax−finance and insurance−finance methods of the
public pension system and to provide a clear understanding for the provable choice between the two
financing methods in the near future. The paper, after examining the merits and demerits of the two
methods, arrives at the conclusion that the choice ultimately depends on what the public desires in the
public pension system.
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